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Goal Tleday

Update on crep Insurance and sk
management changes for 2009

Earmer crop Insurance practices and
EXpPeriences, beth grains and vegetanles



New in 2009

Crop; Insurance: changes
BYE: Bietech Yieldl Endersement for Corn
Price change limits'en CRC and GRIP

Earm Bill

SURE: Supplemental Revenue: Assistance
RPayments

Planting Tiransteranility’ Pilot Preject



BYE: Biotech Yield Endorsement

RIVIA approved for Wi startingfin: 2009
Com CRC anal APH; nen:irigated only

[T plant: 75% of unit In trhple: stack Bt corn
(RR;, Bt=CB' and Bt=RW), lower premium

Still plant reftige (20%: acres; as nen-Bt),
pUL reftige can e a different insured: unit

Premitm reduction varies with lecation,
yield, ceverage level, and APH'vs CRC

Typical: about 10% or $1-$2/ac




BYE Effect on Premiums

Marguette County, 150 hbu/ac avg yield

Cvg | APH |APHBYE| A | %A | CRC |[CRCBYE| A | %A
50% | 5.41 4.08 |1.33|25% | 38.39 6.65 |1.74|21%
99%0 | 6.69 5.64 |1.25|18%11.01| 9.34 |1.67|15%
60%)| &.09 6.69 1.2 {159%13.28| 11.79 |1.49|11%
65% |10.84| 9.68 |1.16|11%18.27| 16.7/0 |1.57| 9%
/0% |13.46| 12.25 |1.21| 9% |23.30| 21.65 |1.65| /%
(5% |18.30| 16.77 |1.53| 8% |32.51| 30.41 |2.10| 6%
30% | 26.08| 23.86 |2.22| 9% [47.55| 44.53 |3.02| 6%
89% | 38.16| 34.63 |3.53| 9% |/1.44| 66./0 (4.74| (%




CRC and GRIP Price Limits

CRC & GRIP had max price changes up er dewn cevered
Corn $1.50,, Soybeans $3.00
Under eld maikets, didin't matter:
2008 hases prices and harvest prices
Corn $5.40 base price, $4.13 harvest price
Missed limit by 23 cents
Soybeans: $13.36 base, $9.22 harvest price

Hit imit!! Indemnities calculatea with hanvest
price off $10.36, not $9.22, so lesses paidiat a
lower rate thani for RA policy!!!




New CRC/GRIP Price Limits

CRE and GRIP imits; changed: fior 2009

Nor dewnwana limit

200% of base price: upward it

Corn: $4.04 now: $0 to $8.08

Soybeans: $8.80 now $0 to; $17.60
lacreases risk pretection (and premiums!)
RA has the same limits now as well



SURE: Supplemental Revenue
Assistance Payments

New: cemprenensive permanent disaster
pregrami fer crep farmers

Wihele farm revenue guarantee on top: of
Clep INSUrance guarantees

[T actual farmr revenue: below: gualrantee,
SURE pays up tor 60%: ef the: difference

Ereeincrease In your Crop Insurance
coverage, but at whole farm level

Eree reduction ofi your Insurance “deductible”




SURE Guarantee

Guarantee eguals; sun eff all crop Insurance
guarantees for farm increased By 15% at
the whole farm!level

75%0 coeverage hecomes 75% x 1.15 = 86.25%

Guarantee capped at 20% Insurance guarantee

With SURE, you may. want to reduce: your
coverage level
Remember: at whele farm;level, not crop level




SURE Actuall Revenue

Actual yields x USIDA marketing year:
average price (Sept-Aug) (Net: CBON)

Crop Insurance indemnities (Including
replant andl prevented planting)

15% of DP’s, CCP’s, |LDP’s, and ACRE
Other disaster payments; receivead




SURE Calculator

This; everview: glosses over details

ESA has SURE calculator on wWeb: for
farmers; to; use
WA fsa.usda.gev/intemel/ESA " Elle/sure. calculator. xIs

WWW. fSa. usda.gov/internet/ESA_Eile/sure. calec_imstructions Vi, paf

Infermatienall only~—net BiInding, does not
deal withrall possible scenaros: (yer)

ESA stilltfinalizing SURE detalls—he patient



SURE Reguirements

Risk Vianagement Purchaser Reguirenient
o eligible for SURE payments;, you must
ave all' creps Insured), Including pasture

SURE supplements’ crep: insurance; and SURE
guarantee depends oniinsurance guarantees

Small’ acreage exclusion applies
BUy Insurance: for processing vVegetahles
APH, CRC, GRP, GRIP (AGR-LIte?)

Cheapest route: buy CAT pelicy from
Insurance agent or NAP pelicy from ESA




Planting Transterability: Pllot Preject

I farmer planted Vegetable crops en hase: acres,
|ost commodity. pregrami benefits, plusireduced
commedity: payments: for other base acres

IHarder to find new: precessing Vegetanle growers

2009: cani plant processing| Creps 0| Pase: acres
and only lese commoedity: payments; for that year

Cucumbers, Green Peas, Snap Beans, Sweet Corn,
Lima Beans, PUmpkins, and Tlomatees

Acres must lbe under contract
9,000 acres max in Wi canienroll 1 pregram
Contact yeur ESA office for details



Sweet Corn and GRP/GRIP

Cani buy: Coern GRP or GRIP fer SwWeet corn
acres i W1, no eptien for other creps

Important Issue: Whichi county: yield do
VOUI CNEOSE! 1o IRsure

yvield per planted acre?

yvield per harvested acre?

Only i Wisconsinl Is there a choice



Is GRP a good deal for my Corn
and Seyheans?

Bulletins posted en my Wekpage: fer 2008
RLuR://MAWW. aae. WISC.edu/mitchell/extension. htm

Analyze county yield data andl estimate the
expected return ter GRP In bu/ac for each
WWiscensin county’ that hias GRP

EXpected returni = long| run: average net return to
GRP I everyining censtant ever many. years

I GRP Isivaluable for a county, GRIP will loe
Valuahle tee), asi it adds, price protection

I GRP'Isnot valuable for a county, GRIP can still
make sense, to get the price protection
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Crop: Insurance Prices for 2009

Corn APH $4.00, CRC $4.04
2008: APH $4.75, CRC $5.40

Soyheans APH $9.90, CRC $8.80
2008: APH $11.50, CRC $13.36

Sweet Corn: $90/ten (same as; 2008)
Petatees: $7.65/cwi ($6.90/cwi n 2008)
Shap Beans: $170/toni (same as 2008)
Green Peas: Contract Price



Summanry. off New! Iinfo

Biotech Yield Endorsement for Corn
Use ifi already planting triple: stack

Price change limits onl CRC andl GRIP

More: price pretection for cern and soyheans, plus
sweet'com (GRIP)

Planted! or Harvested acres for GRIP?

o e eligible for disaster payments;, insure: all
creps, sign up for SURE

Do yeu reduce your crop insurance coverage level?

Planting Tiransferanility’ Pilot Preject
INEw: grewers onnew: greund = mnew: Issues???
Follow ESA rules to keep proegram; eligibility:

Prices for 2009 have been annoeunced



Questions?



Wisconsin farmers and crop
RAsurance

How:dormost Wi farmers USe crop
IASUrance?

Typical practices with insuramnce
Wihat dees| crep Insurance: de monetanly,
fior Wi crep farmers?

Typicall experience with Insurance



Wisconsin farmers and crop
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Relative: torneighpoerng states, Wi a low
palticipation; state: Inr crop: Insurance

glains

RC most popular pelicy, then APH, then
RIP then GRP

PHICAT pelicies usedl by sizeable minority.
vegetables, really enly ene policy.

APH or GYC



Corn Trends: WI, MN, MI
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Seyhbeans Trends: W1, MN, Mi
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Wheat Trends: WI, MN, Mi
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W cornl policies in 2008

%, planted | % policies Avg.
ACres sold Units/Policy.

AP CAT 6.5% 10.7% 1.03

APRIBUYUp | 12.2% | 30.9% 2.43

CRC BuyUp | 40.7%, | 61.3% 3.24

GRIP BuyUp'| 4.9% 4.6%0 124
GRP CAT 0.2% 0:1% 1.00
GRP BuyUp 1.5% 3.1% 1.11

All Tetal 60% 2.65




W soynean pelicies in 2008

% planted | % policies Avg.
acres sold Units/Policy.

APH CATI 4.9Y%0 7.2% 1.05
APH BuyUp 9.0% 21.6% 1,95
CRC BuyUp | 51.2% | 72.3% 2.66

GRIP BuyUp | 4.4% 3.9% 10419
GRP CAT 0.1% 0:1% 1.00
GRP BuyUp 1.8% 2.0% 1.01

All Total 71% 2.41




WI 2007 Corn Coverage Levels by

Policy (Y% of policies)

Cvg Lvl| APH | CRC | GRIP | GRP

APH 142% | 50% | 30% | 10%

CRC |38% | 55% | 9% 7%

GRIP [10% | 60% | 13% | 14%

GRP [9% | 65% |15%0 |17%0 %
0% | 14% | 1/7% | 10% | 20%
5% | 13% | 16% | 11% | 11%
80% | 4% | 12% | 14% | 14%
8o0% | 2% | 7% | 17% | 16%
90% 47%0 | 30%0




W 2007 Seyhean Coverage l.evels by

Policy (Y% of policies)

Cvg Lvl| APH | CRC | GRIP | GRP

APH [45% | 50% |30% | 8%

CRC |44% )| 55% | 8% o9Y0

GRIP | 7% | 60% | 11% | 13%

GRP (4% | 65% |1/%0|17%0 6%
/0% |17% | 18%0 | 11% | 31%0
(5% | 13% | 17% | 5% %
80% | 3% | 14% | 11% | 6%
8% | 2% | 8% | 16% | 9%
90% ©26% | 40%06




WI 2007 Wheat Coverage Levels by

Policy (Y% of policies)

Cvg Lvl| APH | CRC | GRIP | GRP
APH [48% | 50% | 35%0 | 11%
CRC |52%| 55% | 3% 6%
GRIP 60% | 10% | 11%
GRP 65% | L9% | 19%
70% | 19% [ 26%%6
79% | 153% | 26%
60%
89%0

90%




WI1 Farmer Practices

Lots off Wil grain acres are insured, more could e

CRC most pepular amoeng these buying Insurance
Slightly larger than average sized fiarms Puy. it
Use more than average: numpier of units

APH popular ameng smaller farms
Use fewer than average number off Units

GRIP (and GRP) popular amoeng largest famms

Coverage Levels
CRC: 65%-175%
APH: CAT/50%, theni 65%-70%
GRP/GRIPZ 90%



Vegetable Crop Insurance in Wi

Only:ene policy for major Vegetahle crops

APH fer sweet corn
GRR/GRIP 00, BUL appears as corn In data

GYC (= ARH) fier petatees, snapheans, and
green peas

Again,, Wi a low participatien state

Coverage l.evels
50%/CAT and 70% most commen



W Vegetable Crep: Participation
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Vegetanle Crop Participation

Potatees: keeps Increasing, 67%; in 2008

SWeet Cormg: flat for many. years, but
SWinQINg upward lately

Snap Beans: steady. Increase unit last twe
Vears: Wiy dropping ofi?

Green Peas: flat trend, but gyrates
WIlIFSURE 1ncrease vVeg| acre: participation?

Wihat about Planting Transteranility: Pilot?



W Potatees: Iow: participation
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W Sweet Corn: low: participation
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Low Participation for Wi Green
Peas, but not for WI Snap Beans
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Coverage Levels

Coverage SWeEEeL Snap Green
Level Potatoes| Corn Beans PEas
S0% 4000 | 27 % 1 338% 2590
55% 2% 3% 2% 2%
610)%4) 90% 90% 13% 11%
65% 12% 199% 2094 17%
70% 2090 | 27%0 | 2094 SHIY%
75% 16% 16% 13% 15%

50%/CAT and 7096 meSst Common




Questions?



Experience with Crep Insurance

LesS Ratier measures insurance perfermance

Loss Ratior = Indemnities/Premiums

Less Ratio of 1.5 means for every $1.0051n
premiums; collected, policy: pays out $1.50

Crop Insurance: Suksidized premiums,
flarmers and gevernment each pay. part
Program. ess ratie
= |ndemnity/(Govi. + Farmer Premium))
Earmer 10ss ratio = Indemnity/Earmer Premium




WI Crop: Insurance for Corniin 2007

total fanmer program; | farmer
prem. /A | prem. /A | Indem./A [loss ratio| l0sS ratio

ARR CAT 7.48 -~ 1. 97 0.26 Z
APHBuyUp | 2830 | 11.48 | 29.64 | 1.05 | 2.58
CRCBuyUp | 53.03 | 23.16 | 42.75 | 0.81 | 1.85
GRIPBuyUp | 6590 | 29.52 | 29.49 | 0.45 | 1.00
GRPCAT | 2 20 3 0.000 | 0.00 g
GRPBuyUp | 11.20 | 4.84 | 2.44 | 0.22 | 0.50
All Total 4548 | 19.50 | 30.97 | 0.68 | 1.59

-- Farmers pay no per acre premiums, so ne farmer loss ratio.




WI Crop Insurance for Seybeans in 2007

total farmer program. | farmer
prem. /A | prem. /A | Indem./A [loss ratio| l0sS ratio
AL CAT 2.86 -~ 0.64 0.22 =

S I b T R S W 10.48 | 0.82 1.99

CRCBuyUp | 26.36 | 11.87 | 23.74 | 0.90 | 2.00

SRIF BUUD | 25 80 | 15,87 3.63 0.10 0.23

GRp CAT 0.95 -~ 0:00 0)50/0) =2

OrPBup g 08 4.11 124 0.13 0:29

AlTotal | 2344 | 10.40 | 18.12 | 0.77 | 1.74

-- Farmers pay no per acre premiums, so ne farmer loss, ratio.
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Lo*#F& [0S 1er Corn 1995-20017

/

U1
)

Loss Ratio

0.00 -0.65
0.65-1.00
1.00 - 1.50
1.50 - 2.00
>2.00

e



APH+CRC+RA Average County (Program)
LOSDI@EJOJJIN\JO/Odd 1995-2007

S N

Loss Ratio

0.00 -0.65
0.65-1.00
1.00 - 1.50
1.50 - 2.00
>2.00

AELLA



Main Point

EARMErS; 0N average: over the Whole state,
generally Winren; grain crop Insurance

Especially’ ini the north
ESpecially’ for seyeans

Payments ceme When you need them
Years 1-38: pay $1 premium, nesindemnity
Year 4: pay $1. premium, $8 indemnity
4-Year Avg Loss Ratio = 8/4 = 2.0



WI Farmer Loss Ratios for
Vegetable Crops
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W Farmer Loss Raties for
\/egetable Crops

Year | Potatees) | Sweet Corn [ Snap Beans | Green Peas
200011 4.72 0.68 1.67 0)7415;
2001 | 4.01 0.98 3.73 1.69
2002 | 3.81 3.48 1.55 2.80
2003 | 3.09 0.79 194 1.28
20045 2,11 129 0.37 3.03
2005| 0.70 2.0 1.16 1.04
2006 | 0.59 1.43 2,22 1.59
2007 | 0.33 0.93 1.83 0.98
AVG 2.42 1.46 1.81 1.61
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13-Ye4ar Average Farmer
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i’ Azhland Vilas Ty n
{’.E'-': fnett  JYaS hbu
f Flarance

Forest

j Poll Barran
r1=r|nw o]

-E(;EUHE|D
-.I_. Jack=n
l'l-|__'I'r'n'||:na.5||.suu_
Ny .

Kenosha



13-Yedr Average Farmer
Loss Rétibg Snap Beans
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13-Ye4arF Average Farmer
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Summary. of Farmer LLess Ratios

On average' acress Wi, farmers generally
make money With' crep; Insurance

I some counties anad ol Seme creps), this
lIas not veen the case

Instrance Ras sk management benefits
ot captured by the less ratie

Not enly Increases average net returns, alse
reduces net returns, varanility with: yield floor

Consider at least CAT: $300/crop/county
Use as many Optional units' as possible




Questions?

PaulfD. Mitchell
UW=MadisenrAg & Applied ECenemics
Office: (608) 265-6514
Cell: (608) 320-1162
Email: pdmitchell@wise.edu
Extension \Webh Page:

WWW. aae.WISc.edu/mitchell/extension. ntm
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